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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007 

2007 

R 


2006 

R 


2. RESERVES 

Capita! Replacement Reserve 
Revaluation Reserve 
Government Grant Reserve 
- Assets financed ex Government Grants 


47,306,735 

45,860,623 

1,793,799 


47,966,667 

38,516,658 

1,758,248 


Total Reserves 


94.961.157 88.241,573 


The CRR is fully invested. 

3. LONG- TERM LIABILITIES 


Finance leases 
Finance leases 
As previously stated 

Add: Understatement of finance lease due to understatement of cost 
and previous overstatement of finance charges. 

Less: Current Portion transferred to current liabilities 
As previously stated 

Add: Understatement of prior year's short term portion 


848,993 1,372,572 


- 


1.174,238 

198,334 

(466,208) 

(451,811) 

- 


(394,592) 



(57,219) 


382,785 920,761 


The finance leases are secured by hypothecs over motor vehicles with book values of R 1 054 140 (2006 : R 1 349 506) as per note 6. 
The finance leases interest rate fluxuaics at .5% below prime and is repayable in monthly instalments of R 50 050 per month.The long 
term balance is repayable within five years. 

The total of the present value of the future minimum lease payments at the balance sheet date are 
Within one year 

Later than one year, but not later than five years 

Detailed information is available on Appendix A. 


466,208 

382,785 

848,993 


Deferred income 

Conditional Grants from Government 
National Government Grants 
Provincial Grants and subsidies 

Conditional Third party' Grants from Government. 
Provincial Grants and subsidies - 3rd party 
Other 

Other donations 

Total Conditional Grants and Subsidies 



38,602 48,123 


81,145,861 83,821,846 


Less : Short term portion transferred to current liabilities 


66.145,861 68,821,846 


Total Defered income 

The long term portion of deferred income ofR 1 5 m represents Restructuring Grant 
construction of a new office building in Jeffreys Bay. 

Total long term liabilities 


15,000,000 15,000,000 

Funds that have been ring-fenced for the 

15,382.785 15,920,761 


See Appendix F for a reconciliation of grants from National/Provincial Government. These amounts are fully invested until utilised. 
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2007 

R 


2006 

R 


Non-current provisions 

Provision for Post Retirement Benefits. 
Total Non-Current Provisions 


54.200.000 52,500,000 

54.200.000 52,500,000 


The District Municipality's net obligation in respect of post retirement medical benefits was calculated by Arch Actuarial Consulting on 
the 30 August 2005 The value of the post retirement medical and pension benefits was arrived at by calculating the value of the 
subsidies at 30 June 2005 with escalations for 3 years. The key financial assumptions used were, discount rate 8.5%, Health care cost 
inflation rate (long term) 7% and net effective discount rate of 1.4%. Allowances were made for the increases in subsidies in the future 
at a rate equal to that of the expected medical aid inflation rate. The liability for CDM amounts to R54.2M. The contribution for the 
year under review amounts to R1.7m. The contribution has been funded from the accumulated surplus. The provision was established 
for the purpose of generating interest that is utilised to fund the yearly medical scheme commitments in respect of post retirement 
benefits. The expected future outflows is dependent upon the life expectancy of existing members and their spouses. 


The movement in the provisions is reconciled as follows:- 

Balancc at beginning of year 

Contributions 

Expenditure incurred 

Increase in provision 

Balance at end of year 


Post Retirement Benefits 


52.500.000 
2,745,774 
(2,745,774) 

1,700,000 

54.200.000 


50.900.000 
2,968,471 
(2,968,471) 

1,600,000 

52.500.000 


The estimated expected timing of resulting outflows of post retirement benefits arc; 
With one year 

Later than one year, not later than five years 
Later than five years 


TRADE AND OTHER PAYABLES 

Payments in advance- RSC Levies 
Payments in advance- Other 
Payments in advance- Service debtors 
Payments in advance - Sundry' debtors 
Payments in advance - Surety deposits 
Unidentified deposits 
Accrued leave 
Deferred income 
Infrastructure projects Levies 
Salaries and Wages 
Sundry’ creditors 
Accruals 

As previously stated 

Adjustments GAMAP/GRAP 

Understatement of 2006 creditors as result of an error 

Overstatement of RSC Levies 2006 

Overpayments of trade debtors previously treated as unidentified 

deposits now transferred to income 

Reclassification 

Accrued leave previously classified as provisions 
Total trade and other payables 

PROVISIONS 
As previously stated 

Less: Reclassified as trade and other payables 
Restated balance 


2,539,841 


12,736,269 


38,923,890 


54,200,000 


681,400 

2,744,542 

. 

143 

11,096 

10,190 

319,487 

387,321 

14,461 

14,461 

54,002 

521,916 

1,125,373 

- 

8 

- 

11,011,498 

13,352,224 

204,353 

356,190 

86,607 

98,687 

4,341,333 

3.669,786 

17,849,618 

21,155,460 


197,585 


(1,775,051) 

- 

(5,128) 


- 

t.iyj.zyz 

17,849,618 

20,766,158 


1,193,292 

- 

(1,193,292) 

- 

- 
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PROPERTY, PLANT AND EQUIPMENT 

Restated Carrying value at 30 June 2006 
Cost 

Revaluation 

Accumulated Depreciation 

- Based on cost 

- Based on revaluation 

Depreciation 

-Cost 

-Revaluation 

Carrying value of disposals/transfer to inventory 
Cost 

Revaluation transfer to current asset 
Accumulated Depreciation - cost 
Accumulated Depreciation - revaluation 


Revaluation at 30 June 2007 

Reversal of previous accumulated depreciation 

Revaluation at 30 June 2007 

Additions 

Cost 

Revaluation of Land and buildings to Fair value at 30 June 2007 

Carrying value at 30 June 2007 
Cost 

Revaluation 

Accumulated Depreciation 

- Based on cost 

- Based on revaluation 

As Previously stated carrying values at 1 July 2005 
Cost 

Revaluation 

Accumulated Depreciation 

- Based on cost 

- Based on revaluation 

Understatement (overstatement) of previous canying values 
-Accumulated depreciaiton 

increase in valuations of Land and Buildings GAMAP/GRAP 

Acquisitions 

Cost 

Overstatement of previous cost 
Depreciation 

- Based on cost as previously stated 

- Understatment of 2006 depreciation - GAMAP/GRAP 

- Understatement of 2006 depreciation on revaluation 

Disposals 

- Cost 

- Accumulated Depreciation 

Restated Cany'ing value at 30 June 2006 
Cost 

Revaluation 

Accumulated Depreciation 

- Based on cost 

- Based on revaluation 


Infrastructure 

Community 

Other 

Total 

. 

18 

49,205,614 

49,205,632 

1 

19 

12,794,933 

12,794,953 

- 

- 

42,636,000 

42,636,000 

1 

I 

5,870,653 

5,870,655 


. 

354,666 

354,666 



2,044,764 

2,044,764 


. 

1,689,124 

1,689,124 


. 

355,640 

355,640 



(1,319,910) 

(1,319,910) 

* 

. 

(285,106) 

(285,106) 


- 

(1,105,000) 

(1,105,000) 

- 

■ 

70,196 

70,196 



7.699,605 

7,699.605 

- 

' 

7.699,605 

7.699,605 



950,100 

950,100 

- 

• 

950,100 

950,100 


18 

54,490,645 

54,490.663 

1 

19 

13,459,927 

13,459,947 

- 

- 

49,230,605 

49,230,605 

1 

1 

7,489,581 

7,489,583 


. 

710,306 

710,306 


18 

5.487.922 

5,487,940 

1 

19 

15,582,491 

15,582,511 

1 

1 

10,094,569 

10,094,571 



44.562,074 

44,562,074 


- 

(5,690,750) 

(5,690,750) 


- 

38.871,324 

38.871,324 



1,137,415 

1,137,415 

- 

- 

1,137,415 

1,137,415 



1,920,154 

1,920,154 


- 

984,161 

984,161 

. 

. 

581,327 

581,327 

* 

- 

354,666 

354,666 



61.644 

61,644 


. 

160,296 

160,296 


- 

(98,652) 

(98,652) 

1 

18 

49,205.613 

49,205,632 

i 

19 

16,559,610 

16,559,630 

- 

- 

38,871,324 

38,871,324 

1 

1 

5,870,655 

5,870,657 


- 

354,666 

354,666 
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2007 2006 

R R 

Land and buildings were valued at 30 June 2007 using the income capitalisation, comparable sales of sectional title office developments 
and comparable sales methods by DDP valuers Pt>'(Ltd) a registered and independent valuator. As the date of adoption of GAMAP 
GRAP was 1 June 2005, the valuation was present valued to 1 June 2005, using growth rates as determined by the independent valuator 
for the land and buildings to determine their fair value at 1 June 2005. Buildings are depreciated on cost less residual value, using the 
straight line method, over their estimated useful lives. As the carrying value of the Land and Buildings differed materially to the 
valuation of Land and Buildings at 30 June 2007. the Land and Buildings were revalued to the fair value at 30 June 2007 as determined 
by DDP valuers Pty{Ltd) a registered and independent valuator. 


The revaluation surplus is reconciled as follows: 
Balance at beginning of the year 
Surplus realised 

Revaluation at 30 June 2007 
Balance at beginning of the year 


38,516,658 

38,871,324 

(355,640) 

(354,666) 

38,161,018 

38,516,658 

7,699,605 

- 

45,860,623 

38.516,658 


Backlog depreciation was calculated according to GAMAP 1 7 taking into consideration the estimated useful life of the asset. 

Refer Appendixes B and C for more detail on property, plant and equipment. 


long-term RECEIVABLES 

Loans to Kouga Local Municipality 
Department of Housing (Housing Schemes) 

Staff loans 

Less : Short-term portion transferred to current assets 
As previously stated Total Non-Current receivables 
ReclassiHcation 

Rcclassificailon of Department of Housing from Trade and other receivables 
Restated Long-term Receivables 


209,183 

334,736 

7,855,461 

- 

58,791 

40,215 

8,123,436 

374,951 

143,504 

162319 

7,979,932 

212,632 

. 

13,862,888 

7,979,932 

14,075,520 


The loan to Kouga Local Municipality is unsecured, bears interest at 14.25 % per annum and is repayable in 30, 6 monthly payments. 
The loan to the Department of Housing is unsecured, interest free and has no fixed terms of re-payment. 

INVESTMENTS 


Unlisted 

CDM has a 50 percent share in the Kouga Development Agency (KDA) 

Financial instruments 
Other short-term deposits 
As previously stated 

Less: Reclassified as cash and cash equivalents 
Restate balance 

INVENTORY 

Land 

Building - Grahamslown depot 


- 

217,000,000 

- 

217,000,000 

- 

217,000,000 

- 

- 


480,000 

- 

625.000 

- 

1,105,000 

- 


The land Erf 722 measuring 1.716ha and Erf 723 measuring 1331 m2 and building thereon is in the process of being transferred to the 
Makana Municipality and have been classfied as inventory. 
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10. TRADE AND OTHER RECEIVABLES 

Levies 

Services 

Rales 

Sundry Debtors 

Other Debtors - Rietbron 

Rental 

Accrued Rent 
Staff" accounts 

Nelson Mandela Metropolitan debtors bank deposits 

Interest on investments accrued 

General 

Housing scheme 
Deposits 

Salaries and Wages 
VAT 

Less: Provision for bad debts other 
As Previously stated 
Reclassification 

Reclassification of housing scheme to Loans receivable 
VAT previously seperately disclosed, now disclosed as trade and 
other receivables 

Deposits separately disclosed as deposits 

Interest on investments accrued reclassified as cash and cash 

equivalents 

Kouga Development Agency 

Consumer debtors previously separately disclosed 

-Levies 

•Services 

-Rates 

Adjusted for 
Provision for bad bebis 
Misstatement of 2006 VAT 

Understatement of VAT for 2005 - apportionment calculation 
Understatement of VAT for 2006 - apportionment calculation 
Overstatement of VAT for 2006 - overstatement of Levies 
Overstatement of 2006 debtors 
Understatement of 2006 debtors 
Understatement of 2006 levies 

Less: Provision for bad debts 
Balance at beginning of year 
Contributions to/(from) bad debt provision 
Bad debts written off 
Bad debts expenses 

Restated Total Trade and other Receivables 

61-90 Days 
91 - 120 Days 
121 - 150 Days 
151 - 180 Days 
+ 180 Days 
Total 


2007 

2006 

R 

R 


3.825,650 

- 

936,990 

- 

47,889 

- 

990 

44,524 

- 

182,857 

90,614 

88,738 

12,871 

- 

5,576 

4,977 

50,833 

2,479,491 

- 

1,006,939 

381,825 

2,237,064 

- 

13,862,888 

- 

15,130 

29,627 

30,146 

1.615,510 

- 

6,998,375 

19,952,754 

- 

(1,528,422) 

6,998,375 

18,424,332 


(13,862,888) 

- 

1,002,028 


(15,130) 

- 

(1,006,939) 

* 

713,912 


3,365,780 

. 

554,345 

• 

40,943 


1,528,422 

. 

506,436 

. 


564,849 

. 


679,908 

- 


(738,322) 


(968) 

- 

4,409 

. 

4,236,999 

6.998,375 

15,491,68! 

(3.694,240) 

(5,034,200) 

5,034,200 


3,751,616 

(1.339,961) 


1,282,586 

54,913 


61,022 

(54,913) 


(61,022) 




3>304.135 10,457,481 


- 

125,340 

. 

103,997 

. 

87,945 

. 

91,312 

3,825,650 

2,680,225 

3,825,650 

3,088,819 
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2007 

R 


2006 

R 


Services: Ageing 

63,509 21,344 

873,481 533,000 

936,990 554,344 


Rates : Ageing 

0 - 90 Days 
+ 90 Days 
Total 

SERVICE CHARGES 

Sale of water 
Refuse removal 

Sewerage and sanitation charges 

The RSC Levies arc collected by the Nelson Mandela Metropolitan Municipality on a contractual basis. 

According to legislation passed during 2004/2005, the collection of RSC levies has been abolished effective 1 July 2006. 

5,500 5,500 

1,220 1,200 

2,000 

9,000 9,000 

17,720 15,130 

12. CASH AND CASH EQUIVALENTS 

The Municipality has the following bank account; 

Current Account (Primary Bank Account) 

ABSA Limited 
32 Govan Mbeki Avenue 
Port Elizabeth 

Account Number : 1640 000 062 (Current Account) 

Cashbook balance at the beginning of the year 
Cashbook balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 


7,933,832 9,574,043 

12,435,88^ 7,933,8"^ 


3,430,008 7,890,844 

3.865,929~ 3,430,008 


11. DEPOSITS 

Deposits - Electricity 
Deposits - Parking 
Deposits - Reilbron fuel 
Deposits - Post Office 


131,046 

66,511 

22,685 

19,39! 

58,259 

51,752 

211,990 

137,654 


4,838 

33,994 40,943 

47,889 40,943 


0 - 90 Days 
+ 90 Days 
Total 


Short Term Investments 
Short Term Deposits 

Cashbook balance at beginning of year 
Cashbook balance at end of the year 
Bank statement balance at beginning of the year 
Bank statement balance at end of the year 


218,066,939 227,000, 00() 

244,534,917 218,066,939 

218,066,939 227,000,000 

244,534,917^ 218,066,939 
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Disclosed in the Statement of Financial Position as follows:- 

Cash and cash equivalents 

Bank Balances 3,865,S 

Call Account Deposits 244,534,^ 

Petty cash I ^ 

Balance at the end of the year 248,403,? 

Balance at the beginning of the year 22I,442,( 

Net Increase/(Decrease) in cash and cash equivalents 26,96l,\ 

Held to maturity investments 

Interest on investments accrued ^ 

Short Term Deposits r . lr:P . 9 , 9’ J 

Short Term Deposits 243,534,! 

Call Account Deposits 

Total cash investments -44.o34, 

Total Short Term Deposits 244,534; 

Allocation of external investments 

Surplus cash is invested until used for specific purposes. Investments are allocated on the following basis:- 

Reserves (Excluding Future Depreciation Reserves) 47.306, 

Provisions (Including Bad Debt Provision) 57,894, 

Conditional Grants and Receipts 81,145, 

Infrastructure projects from Levies 11, 011, 

Unappropriated surplus 

Total 

The prior year short term deposits was previously disclosed as investments, see note 8. 

13. GOVERNMENT GRANTS AND SUBSIDIES 


2007 

R 

248,403,946 

2006 

R 

221,442,047 

3,865,929 

3,430,008 

244,534,917 

218,006,939 

3,100 

5,100 

248.403,946 

3,435,108 

221,442,047 

16,215,895 

26,961,899 

(12,780,787) 

1,534,917 

1,006,939 

242.000,000 

217,000,000 

243,534,917 

218,006,939 

1,000,000 

- 

244.534,917 

218,006,939 


244,534,917 

218,006,939 

following basis:- 


47,306,734 

47,966,667 

57,894,240 

58,727,491 

81,145,861 

83,832,046 

11,011,498 

13,352,224 

44,641,667 

13,121,572 

242,000,000 

217,000,000 


Government Grants 

Equitable share 

Skills Development 

Disaster Management 

Restructuring Grant - LED 

Restructuring Grant - Capacity Building 

Restructuring Grant - Development Facilitation 

Total Government Grants 


41,734,852 


794,395 

42,529,247 


3,292,473 

714,451 

1,000,000 

2,000,000 

500,000 

13,692,334 

21,199,258 


Provincial Subsidies 

Contribution to Retirement benefits- (Roads pensioners) 
Environmental Health 


2,897,345 2,924,503 

4,028,471 3,800,444 


Total Provincial Subsidies 


6,925,816 


6,724,947 


Total Government Grants and Subsidies received 


49.455,063 27,924,205 


Nationai/Provincial Government Grant funding (expenditure reimbursement) 

Goat Farming at Ikhwezi LM 
Drought Relief 
Libraries - Municipalities 
Mayor's Special Projects 
Disaster Management 
Community Development Workers 


99,446 

887,456 

2,951,453 

12,969 

2,773,014 


6,416 

353,194 

63,382 

3,070,893 

840,642 
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2007 

R 


2006 

R 


Finance Management Grant 
HIV/AIDS ATICCS 
HIV/ AIDS District Aids Council 
Payment of Stipend to Volunteers 
HIV/AIDS NGO Funding 
HIV/AIDS Medications 
HIV/AIDS LSA Activities 
HIV/AIDS Home Based Care Kit Top 
Ikwezi Library 

Municipal System Improvement Grant 
IDP Support Grant for LM's and DM's 
Restructuring Grant 
Steytierville Sport Field 
Ambulance Subsidy 

Spatial Development Framework- DHLG & TA 

Inter-Governmental Relations 

Longmore Flower Trail 

Housing Projects 

Peoples Housing Project 

Economic Growth and Development Strategy - DFID 

Thomham - Water Supply 

Municipal Grant LED 

Grant DBSA-CDM Spatial Data Base 

Ikwezi Youth Development 

Ikwezi MSP 

Ikwezi - Hardwood Farm 

Ikwezi Financial Aid 

Ndlambe Disability Special Projects 

Passenger Transport Plans and Facilities 

Election Elections 

Planning and Rudimentary Services 

Pilot Housing Project - Addo 

Pilot Housing Project Thornhill 

District Wide Projects - Ex TRC funds 

Aberdeen TRC 

Land Survey Projects 

Albany TRC 

Spatial Planning Projects 

Dept Agriculture; Develop a Spacial plan 

Town Planning Services 

Willowmorc TRC 

Multiannual Action Plans - MAAP 

MIG 

Department of Sport, Recreation Arts and Culture 
Public Works Projects 
Building for Sport and Recreation 
Valuation Projects 

Blue Crane Route: Municipal Finance IT 
Blue Crane Route: Municipal Finance AFS 
Blue Crane Route: Municipal Finance Mentor 
Vinhanzo Baartman (Bursary) 

Thumeka Toni (Bursary) 

Flood Damage Roads 

BCR - Misty Mountain Flower Project 

Total National/Provincial Government Grants (expenditure 
reimbursements) 


1 , 132,978 


1 , 688,439 

695,964 

89,525 

1 , 297,499 

849.141 

3 , 666,200 

15,136 

1 , 370,566 

63,666 

40.000 
7 , 339,643 
1 , 063,006 

245,900 

112.000 

136,063 

699.099 
75,970 
36,936 

457,858 

244.100 


108,756 

41,500 

75,000 

427,500 


1 , 016,588 

6 , 605,695 

32,009 

732,743 

1 , 875,374 

118,590 

123,690 

41,540 

1,540 

1,890 

9 , 012,457 

290,000 

48,548,899 


871,241 

311.000 
9,979 

1 , 102,704 

505,884 

1 , 779,604 

1 , 575,394 

53,189 

137,248 

4 , 398,968 

9,211 

6 , 089,243 

565,010 

86,334 

103,541 

760.000 
4 , 638,894 
5 , 467,821 

54.100 
36,052 

1 , 267,094 

295,738 

45.101 
475,568 


2 , 939,701 

80,646 

251.988 

5,700 

233,130 

664,336 


17,278 

193,656 

3 , 096,717 

17 , 745,703 

166,680 

221,061 

832,092 


61,422,133 


98,003,962 89,346,338 


TOTAL GOVERNMENT GRANTS AND SUBSIDIES 
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2007 2006 

R R 

Equitable share , t>x^* jr. - u 

In terms of the Constitution, this grant is used to subsidise the provision of basic and administrative services to the DMA and Rietbron. 

The balance is used to supplement the Municipalities revenue as regional levies are not sufficient. 


14. OTHER INCOME 

Finance charges to funding 
Contribution from Skills Development Fund 
Contributions from Local Municipalilies-Job Description Unit 
Printing Costs Recovered 

Infrastructure projects funded from Infrastructure Contigency Fund (ICF) 

Insurance claims 

Other 

Total Other Income 


648,424 

202,989 

640,499 

573,525 

2,288,230 

82,258 

401,036 

4,836,961 


1,167,341 


8,083,231 

9,250,572 


15. EMPLOYEE RELATED COSTS 


15.1 Employee Related Costs 
Salaries and wages 
Social contributions 

Remuneration of the Municipal Manager 

Annual Remuneration 

Car Allowance 

Performance Bonus 

Total 

Remuneration of the Director Finance and Corporate Service 

Annual Remuneration 

Car Allowance 

Performance Bonus 

Total 


17,951,578 16,278,857 

6,848,381 6,541,678 

24,799,959 22,820,535 


613,441 

161,063 

102,851 

877.355 


431,320 

156,000 

45,544 

632,864 


570,309 421,758 

103,667 100,000 

93,636 40,584 

767,612 562.342 


Remuneration of the Manager of Health 

Annual Remuneration 

Car Allowance 

Performance Bonus 

Total 

Remuneration of the Director Infrastructure 

Annua! Remuneration 
Car Allowance 
Performance Bonus 

Total 

Remuneration of the Director Development Facilitation 

Annual Remuneration 
Car Allowance 
Performance Bonus 

Total 

Office vacated after 6 months in the 2006/2007 financial year. 


303,556 

309,417 

102,528 

96,000 

61,182 

26,400 

467,266 

431,817 

509,621 

346,231 

100,000 

92,667 

74,572 

28,832 

684,193 

467,730 

276,374 

463,671 

50,000 

100,000 

87,262 

44,058 

413,636 

607,729 
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15.2 Remuneration of Councillors 

Executive Mayor 
Speaker 

Mayoral Committee members 
Councillors 

Councillors’ pension and Medical contribution 

Total Councillors’ Remuneration 


Less: Amounts include in general expenses, which represents cellular telephone 
allowances. 


2007 

2006 

R 

R 


503,407 

385,697 

391,256 

171,425 

1,872,193 

1,507,351 

1,034,476 

725,893 

- 

21,294 

3,801,332 

2,811,660 

155,022 

124,666 

3,646.310 

2,686,994 


In-kind Benefits ^ . • , _ . .i. 

The Executive Mayor is full-time and with the Mayoral Committee Members is provided with an office and secretarial support at the 

cost of the Council. 


The Executive Mayor is entitled to stay at the mayoral residence owned by Council at no cost. The Executive Mayor has use of a 
Council owned vehicle for official duties. 


16. KEY MANAGEMENT PERSONNEL 

The following are persons having authority and responsibilty for planning, directing and controlling the activities of the entity, directly 
or indirectly including any director ofCacadu District Municipality: 

Executive Mayor 
Speaker 

Mayoral Committee members 

Councillors 

Municipal Manager 

Director: Infrastructure 

Director: Development Facilitation 

Director: Finance and Corporate Services 

Manager: Health Services 

Their short term employee benefits are disclosed in note 15. 


17. Finance cost 

Finance leases 

Total interest on External Borrowings 

18. BULK PURCHASES 
Water purchases 

19. GRANTS AND SUBSIDIES PAH) 

Tourism (District Tourism Organisation) 

Other 

Expenditure charged against conditional grants 
Total Grants and Subsidies paid 


190,730 

55,662 

190,730 

55,662 

15,791 

55,776 


- 

650,482 

- 

7,293,265 

46,124,699 

62,473,908 

46,124,699 

70,417,655 
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20. CASH GENERATED FROM / (UTILISIED BY) OPERATIONS 

Net surplus for the year 

Adjustment fon- 
Depreciation 

Loss on disposal of property, plant and equipment 
Provision for post retirement benefits 
Contributions to/(from) bad debt provision 
Investment income 
Interest paid 

Operating surplus before working capital changes: 

(Increase)/Decrease in accounts receivable 
(Increase)/Decrease in deposits 
Increase/(Decrease) in accounts payable 
Cash generated/(utilised) by operations 


2007 

2006 

R 

R 


16,803,271 

18,574,680 

2,044,764 

1,920,154 

10,854 

28,461 

1,700,000 

1,600,000 

(1.339,961) 

1,282,585 

(17,506,136) 

(13,995,734) 

190,730 

55,662 

1,903,522 

9,465,808 

8,493,305 

(3,616,907) 

(2,590) 

- 

(2,916,540) 

(9,080,021) 

7,477,698 

(3,231,120) 


21. RETROSPECTIVE RESTATEMENT OF ERRORS 


During the year under review it was discovered that: _ 

- Regional Service Levies for Turnover of R3 269 711 that should have been recognised in 2006 were incorrectly omitted from 2006 

and recognised as revenue in 2007 . 

- Regional Service Levies for Remuneration of R2 004 017 that should have been recognised m 2006 were incorrectly omitted from 

2006 and recognised as revenue in 2007 

- Government grants and subsdics of R308 627 that should have been recognised in 2006 were incorrectly omitted from 2006 and 

recognised as revenue in 2007. . 

- Tarrifs and charges of R968 that should not have been recognised in 2006 were incorrectly recognised in -006 and incorrectly not 

recognised as revenue in 2007. .u . u 

- Overstatement of Employee related cost of R353 798 as a result of understatement of 2006 provision post retirement benefits that has 

now been corrected and R1 15 676 incorrectly omitted in 2006 and recognised as expenditure in 2007. 

-Bad debts written off of R61 022 that should have been separately disclosed in 2006 were incorrectly disclosed as general expenses in 

"-Depreciation of R930 108 was understated in 2006 as a result of Buildings not being fair valued and depreciated and residua! values 
not being taken into account when calculating depreciation for plant and equipment. 

- Repairs and maintenance of R17 561 that should not have been recognised as an expense in 2006 as it related to fixed assets has now 

been corrected in 2006. , . rt- t 

-Finance costs of R93 464 that were incorrectly recognised as an expenditure in 2006 as a result of understatement of finance lease in 

2006 has now been corrected in 2006. 

- Government grants and subsdies of R308 627 that should have been recognised in 2006 were incorrectly omitted from _006 and 

recognised as expenditure in 2007. _ , 

- General expenses other of R543 345 that should have been recognised as an expenses m 2006 were incorrectly omitted from -006 

and incorrectly recognised as an expense in 2007. 

- Understatement of provision for post retirement benefits of R353 798 as a result of an overstatement of 2006 employee related cost 


The municipality's accounting records for 2007 showed revenue of R129 689 960 (including Regional levies of R5 273 ’28 “d Tamfs 
and charges of-R968) and expenditure of RI07 81 1 513 (including expenditure of R1 97 585) for a surplus of R2! 878 447. 
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2007 

R 


2006 

R 


The comparative and current amounts have been appropriately restated. The effect of tlie errors are as follows: 


Revenue 

Regional Services Levy- Turnover 
Regional Services Levy- Remuneration 
Rental 

Investment Interest 

Other Interest 

Income for agency services 

Government grants and subsidies 

Tariffs and Charges 

Propert)' Rales 

Other income 

Gains on disposal of property, plant and equipment 

Expenditure 
Employee related costs 

Remuneration of Councillors 

Contribution to bad debt provision 

Bad debts written off 

Collection costs 

Depreciation 

Repairs and maintenance 

Interest on External Borrowings 

Contracted services 

Grants and Subsidies paid 

General expenses-oihcr 

Provision for post retirement benefits 

Loss on disposal of property, plant and equipment 

Cross subsidisation 


2007 2006 2006 

As Previously 

Restated stated 



The effect of the error on accumulated surplus is as follows: 


5,075,176 (145,061) 


22. external LOANS RECONCILUTION 

Cacadu District Municipality has external loans in the form of finance leases. Refer Appendix A 

23, CONTINGENT LIABILITY 


A possible liability exists in respect of group life insurance claims that have been 


450,000 
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24. UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 


Variance 


410,222 

279,905 

452,010 

151,607 


Reconciliation of unauthorised expenditure 

Opening balance 

Unauthorised expenditure current year * ^ 0,323 

The Executive and Council Function has been overspent for the Budget/Actual 
year under review. Below are the contributing factors : Variance 

Advertising - all municipal advertising costed to Executive 
and Council 410,222 

Entertainment - all catering for meetings costed to 

Executive and Council 279,905 

Councillors Remuneration - approved by Council, 

adjustment budget not proposed in error 452,010 

Printing and Stationery - budget inadequate 151,607 

In addition the year end transaction for the leave provision 
has been higher than e.xpected. 

Approved by Council - subsequent to year end ( 1 0,323 

Transfer to statement of Financial performance 

- authorised losses 

Transfer to receivables for recovery : 

Closing balance 

Irregular, fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Opening balance 

Fruitless and wasteful expenditure current year 
Approved by Council 

Transfer to statement of Financial performance 

- authorised losses 

Transfer to receivables for recovery — 

Closing balance ■ ■■ 

Total unauthorised, fruitless and wasteful expenditure 
disallowed 

25. ADDITIONAL DISCLOSURES IN TERMS OF THE MUNICIPAL FINANCE MANAGEMENT ACT 

25.1 Contributions to SALGA 

Opening balance ' 

Council subscriptions “ • 

Amount paid - current year ’ 

Amount paid - previous years 1- 

Balance unpaid (included in creditors) 

25.2 Audit fees 

Opening balance ' 

Current year audit fee ’ . . 

Amount paid - current year (864,5- 

Amount paid - previous years 

Balance due (included in debtors) ^ ^ - 


(1,310,323) 

- 

- 

' 

- 

• 

- 


- 

• 

NAGEMENT ACT 


204,140 

219,547 

(204,140) 

(219,547) 

- 

- 

796,814 

664,923 

(864,558) 

(664,923) 

(67,744) 

- 
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25.3 VAT 

Input tax 
Output tax 

NET VAT -(receivable) 

All Vat returns have been submitted by the due date throughout the year. 

25.4 PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Amount paid - previous years 
Balance unpaid (included in debtors) 

The balance represents PAYE and UIF paid to SARS on behalf of employees 

25.5 Pension and Medical Aid Deductions 
Opening balance 

Current year payroll deductions and Council Contributions 

Amount paid - current year 

Amount paid - previous years 

Balance unpaid (included in creditors) 

26. CAPITAL COMMITMENTS 

A capital commitment of R 1 5 m exists for the construction of a new office bi 
and is recorded in the Restructuring Grant account. 

27. OPERATING COMMITMENTS 

Operating leases - as lessee (expense): photostat and facsimile machines 

Minimum future lease payments due 

-within one year 

-second to fifth year inclusive 

Total 

28. RETIREMENT BENEFIT INFORMATION 

28.1 Post- Retirement Medical Benefit 

Provision is made for post retirement medical benefits in the form of health c 

28.2 Pension and Retirement Fund Benefits 

Employees and Council contribute to the Cape Joint Pension and Retiren 
charged against income as incurred. 


2007 

2006 

R 

R 

(2,468,550) 

(2,031,446) 

679.400 

1,029,418 

(1,789,150) 

(1,002,028) 

2,969 

(16,097) 

5,869,499 

5,852,641 

(5,863,207) 

(5,849,672) 

(2,969) 

16,097 

6,292 

2,969 

(50,102) 

(3.144) 

2,404,164 

2,899,399 

(2,404,164) 

(2,949,501) 

(389) 

3,144 

(50,491) 

(50,102) 

iffreys Bay. This amount has been ringfcnced 

19,015 

206,296 

109,193 

354,303 

128,208 

560,599 

»r eligible employees and pensioners. 

on the basis of a fixed contribution which is 


29. IN-KIND DONATIONS AND ASSISTANCE 


No in-kind donations and assistance were made during the year 
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2007 

R 


2006 

R 


30. AGENCY FUNCTIONS 


The District Municipality provides Primary Health Care services on an agency basis, and the net transactions are recorded below; 


Subsidy received 
Expenditure incurred 


17,527,959 18,007,232 

17,527,959 16,376,009 


Surplus 


1,631,223 


31. RISK MANAGEMENT 


31.1 Liquidity risk 

The Municipality's risk to liquidity is a result of the funds available to cover fiiture commitments. The Municipa!it>' manages liquidity 
through an ongoing review of future commitments and credit facilities. 

Stringent cash management procedures are in place. These include cash flow forecasting. 

31.2 Interest rate risk 

Deposits attract interest at a rate that varies according the the prime banking rate. The municipality manages this interest rate risk by 
ensuring that all surplus funds are invested in fixed rate instruments and by maintaining the minimum possible balance in the current 

account. 

31.3 Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents and debtors. The Municipality only deposits cash with the five major 
bonks which have an equity above R 6 billion with good credit rating. Tlie Municipality also limits exposure according to a pre 
determined formulae. 

Consumer debtors comprise a widespread customer base. Management evaluates credit risk relating to consumers on an ongoing basis. 

32. ACTUAL OPERATING EXPENDITURE VERSUS BXflDGETED OPERATING EXPENDITURE 

Refer to Appendix E ( 1 ) for the comparison of actual operating expenditure versus budgeted operating expenditure. 

33. ACTUAL CAPITAL EXPENDITURE VERSUS BUDGETED CAPITAL EXPENDITURE 

Refer to Appendix E (2) for the comparison of actual capital expenditure versus budgeted capital expenditure. 

34. EVENTS AFTER THE REPORTING DATE 

The provincialisalion of the Health Agency function will have a direct effect on the support functions of the Municipality and will result 
in a reduction in income from administration fees. 

35. COMPLIANCE WITH CHAPTER 1 1 OF THE MUNICIPAL FINANCE MANAGEMENT ACT 

The Municipality has adopted a Supply Chain Management policy with effect from I January 2006 in accordance with the Act and 
applicable regulations. However, the Municipality has experienced difficulties in populating a comprehensive supplier database which 
is due to a poor response from potential suppliers. As a result the application of the regulations have not been fully implemented. 
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83,821,846 


REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE 
PROVINCIAL LEGISLATURE ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF THE CACADU DISTRICT 
MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2007 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I have audited the accompanying financial statements of Cacadu District 
Municipalit}' wliich comprise tlie statement of financial position as at 30 June 2007, 
statement of financial performance, statement of changes in net assets and cash flow 
statement for the year tlien ended, and a summary of significant accounting policies 
and other explanatory notes, as set out on pages 27 to 69. 


Responsibility of the accoimtmg officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with the basis of accounting determined by 
National Treasury, as set out in accounting policy' note 1.1.2 and in the manner 
required by die Local Government; Municipal Finance Management Act, 2003 (Act 
No. 56 of 2003) (MFMA). This responsibility includes: 

» designing, implementing and maintaining internal control relevant to die 
preparation and fair presentation of financial statements that are free firom 
material iTiisstatement, whether due to fraud or error 

o selecting and applying appropriate accounting policies 

0 making accounting estimates diat are reasonable in the circumstances. 


Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South Africa, 
1996 read widi section 4 of die Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) 
my responsibility is to express an opinion on these financial statements based on my 
audit. 

4. I conducted my audit in accordance with die International Standards on Auditing. 
Those standards require that I comply with ethical requirements and plan and 
perform die audit to obtain reasonable assurance whether die financial statements 
are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about die 
amounts and disclosures in the financial statements. The procedures selected depend 
on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In malting 
those risk assessments, the auditor considers internal control relevant to die entity s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for die purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. 

6. An audit also includes evaluating the: 
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• appropriateness of accounting poEcies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the tinancial statements. 

7. Paragraph 11 et seq. of tlie Statement of Generally Recognised Accounting Practice, 
GRAP 1 Prese/itatiofi of Fina/ida/ Sta^emn/s teqmtcs that financial reporting by entities 
shall provide information on whether resources were obtained and used in 
accordance with die legally adopted budget. As the budget reporting standard is still 
in tlie process of being developed, I have determined tliat my audit of any 
disclosures made by Cacadu District municipality in this respect will be limited to 
reporting on non-compliance with this disclosuxe requirement. 

8. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 


Basis of accounting 

9. The municipalitj^’s policy is to prepare financial statements on tlie basis of 
accounting determined by National Treasur)% as set out in accounting policy note 
1 . 1 . 2 . 


Opinion 

to. In my opinion tlie financial statements present fairly, in ail matetial respects, tlie 
financial position of Cacadu District Municipality as at 30 June 2007 and its financial 
performance and cash flows for the year then ended, in accordance with tlie basis of 
accounting determined by National Treasurj', as set out in accounting policy note 

1.1,2 and in tlie manner required by the MFMA. 


£mphasis of matter 

11. Witliout qualifying my audit opinion, I draw attention to the following matters: 

12. Highlighting matters affecting the financial statements 
12.1 Restatement of comparatives 

Witli reference to note 21 to the financial statements, tliere were various 

account balances and classes of transactions in the comparative period that 

have been restated due to the following: 

12.1.1 Prior period errors reported on for wliich the municipality received a 
qualification in the prior year. 

12.1.2 The prior period’s financial statements included matetial misstatements 
discovered in the current period. 

12.1.3 Reclassification errors which have resulted in amounts being 
incorrectly included in other account balances. 

12.1.4 Reclassification requirements in terms of legislation and prescribed 
financial reporting standards. 


Wliere applicable, the accumulated surplus was adjusted accordingly. 
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13. Departure and deviations from the basis of accounting 

As set out in accounting policy note 1.1, the National Treasury approved a deviation 
from the basis of accotonting applicable to the municipality in terms of General Noflee 552 
of 2007 issued in Government Gazette 30013 of 29 June 2007 . 


OTHER MATTERS 

I draw attention to the following matters that are ancillary to my responsibilities in the audit 
of the financial statements: 

14. Non-compliance with applicable legislation 

14.1 Division of Revenue, 2006 (Act 2 of 2006) 

No supporting documentation could be provided for an amount of R317 000 
received for a Local Economic Development (LED) Small Medium Micro 
Enterprises (SMME) Strategy^ conditional grant. 

14.2 Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) 

14.2.1 Late submission of financial statements 

In terms of section 126(l)(a) of the MFMA the accounting officer of the 
municipality must within two months after tlie end of the financial year 
submit the financial statements to the Auditor-General for auditing. The 
financial statements were only submitted on 3 September 2007. 

14.2.2 Failure to pay creditors within 30 days 

All monies owing by the municipality were not paid within 30 days of 
receipting the relevant invoice or statement as required in terms of section 
65 (2)(e) of the MFMA 

14.3 Preferential Procurement Policy Framework Act, 2000 (Act No 5 of 2000) 

Various goods and ser\tices were acquired without meeting all die requirements of 
the established supply chain management policies. 

15. Material corrections made to the financial statements submitted for audit 

The financial statements, approved by the accounting officer and submitted for auditog 
on 3 September 2007, have been significantly revised in respect of the following 
misstatements identified during the audit: 

15.1 Revenue from regional service council (RSC) le\ties was not recognised in terms of 
GAMAP 9 'Rsvenue^ as reliable estimates were not recognised as revenue for the 
current and prior period, resulting in the following: 

e An understatement of RSC levies debtors by R1 369 073 (2006: R4 236 999) 

• An overstatement of the RSC levies paid in advance liabiHty by R44 851 (2006: 
R1 775 051) 

• An understatement of the VAT liability by R173 640 (2006: R738 322) 

o An understatement of revenue from RSC lepties by R1 240 284 (2006: R5 273 
728). 
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15.2 The transitional provisions to GAMAP 17 Proper/)', P/ant and Equipment were 
applied to land and buildings. This application was incorrect as the date of 
adoption for GRAP/GAMAP/GAAP was 1 July 2005. This prior period error 
resulted in an understatement of the carrying value of land and buildings and 
accumulated surplus by R812 323. Furthermore the accumulated surplus was 
overstated and the revaluation reserve understated by an amount of R45 860 623. 

15.3 Comparative figures in the statement of financial position, statement of financial 
performance and the cash flow statement were restated as a result of the items 
mentioned in paragraph 11 above. Disclosures detailing the nature of the prior 
period error, the amount of correction per each financial statement line item and 
the amount of the correction at the beginning of the earliest prior period 
presented as required by GRAP 3: Acconniing policies, changes in accounting estimates and 
errors were not included in the annual financial statements. 

15.4 Interest received as reflected in the financial statements included an amount that 
related to the prior year. Consequently, interest received in die current year was 
overstated by R1 006 939 and accumulated surplus understated by the same 
amount. 

16. Value for Money 

A significant variance existed between the planned and actual activities regarding 
infrastructure projects. This variance indicated a possibility of inadequate service 
delivery during the financial year ended 30 June 2007. It is acknowledged that service 
delivery was hampered due to the fact that property transfers to Cacadu District 
Municipality were delayed due to circumstances beyond the control of management. 
The unspent balance at 30 June 2007 amounted to Rll.Olm (2006: R13.35m). 

17. Internal control 

Section 62(l)(c)(i) of the MFMA states that the accounting officer must ensure that the 
District Municipality has and maintains effective, efficient and transparent systems of 
financial and risk management and internal control. The following significant control 
wealeness has been identified. The table below depicts the root causes of the matters 
indicated, as they relate to the five components of internal control. In some instances 
deficiencies existed in more than one internal control component. 





Other matters 

Non- 

compliance 

with 

legislation 





■j 

Material 
corrections to 
the financial 

statements 





V 

Value for 
money 

matters 



V 




18. Unaudited supplementary schedules 

The supplementary information set out on pages 60 to 69 does not form part of the 
annual financial statements and is presented as additional information. I have not audited 
these schedules and accordingly I do not express an opinion on tliem. 


OTHER REPORTING RESPONSIBIUTIES 
Reporting on performance information 

19. I have audited the performance information as set out in Chapters 2 and 5. 
Responsibility of the accounting authority 

20. In terms of section 121C3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality prepared by die municipality 
in terms of section 46 of the Local Government; Municipal Systems Act, 2000 (Act No. 
32 of 2000) (MSA). 

Responsibility of the Auditor-General 

21. I conducted my engagement in accordance with section 13 of tire Public Audit Act, 
2004 (Act No. 25 of 2004) read with General Noike 646 of 2007 , issued in Government 
Gazette No. 29919 of 25 May 2007. 

22. In terms of the foregoing my engagement included performing procedures of an audit 
nature to obtain sufficient appropriate audit evidence about the performance 
information and related systems, processes and procedures. The procedures selected 
depend on the auditor’s judgment. 

23. I believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the audit findings reported below. 

Audit findings 

24. Non-compliance with regulatory requirements 

24.1 Municipal Systems Act 32 of 2000 (MSA) and Planning and Performance 
Management Regulations of 2001 
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24.1.1 The performance objectives and targets per the performance management 
system have not been cascaded down to all managers directly accountable 
to the municipal manager as required by chapter 8 section 57(4)(a) of the 
MSA and regulation 7(2)(c) of the Municipal Planning and Performance 
Management Regulations of 2001. 

24.1.2 Tlie system to monitor, measure and review development priorities and 
objectives against the key performance indicators and targets as required 
by chapter 6 section 41 (c) of the MSA are not in place, as the outputs 
reflected in the Draft Service Deliver)' and Budget Implementation Plan 
(SDBIP) for 2006/2007 revealed various instances of under spending on 
budgeted objectives. 

25. Lack of sufficient appropriate audit evidence 

25.1 No evidence was made available to determine whether the municipality gave 
notice to the public within 14 days of the adoption of the Integrated Development 
Plan (IDP) as required by chapter 5 section 24 (a) of the MSA. 

25.2 Priorities and objectives in respect of projects planned for completion in the prior 
year had not been met resulting in various projects being carried over to the 
current year. The status of these projects at the end of the current year could not 
be determined due to lack of information available for audit purposes. 


APPRECIATION 

26. Tlie assistance rendered by the staff of the Cacadu District Municipality during the audit 
is sincerely appreciated. 



ucLC tor 


Qtn Q.f oJl 


Pori Elizabeth 
30 November 2007 



AUDITOR 


GENERAL 
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RESPONSE TO REPORT OF THE AUDITOR GENERAL ON THE 
FINANCIAL STATEMENTS AND PERFORMANCE OF THE MUNICIPALITY 
FOR THE YEAR ENDED 30 TUNE 2007 

Introduction 

The audit of die Cacadu District Municipality for the year ended 30 June 2007 was 
completed and the report received from the Auditor-General (AG) was available on 30 
November 2007 which is the date specified in the Municipal Finance Management Act. 

In the previous financial year, because of the significance of the matters raised by the AG 
and the uncertainty on the effect thereof on the financial statements, the AG could not 
express an opinion on the financial statements. The matters raised by the AG included: 

• The annual financial statements were not presented in the format prescribed in die 
Appendix GRAP 1; 

® The accounting policy for revenue did not comply with the requirements of 
GAMAP 9; 

• The accounting policy for die revaluation of land and buildings as per financial 
statements complied with paragraph 41 of GAMAP 17, however the accounting 
policy did not comply with requirements of GAMAP 17; 

® The accounting policy for property, plant and equipment did not comply with the 
requirements of GAMAP 17; 

o Financial Instruments: The category of financial assets held by the Council was not 
disclosed in the financial statements as required in terms of paragraph 9 of IAS 39. 
Loans and receivables were not measured at amortized cost as required in paragraph 
46 of IAS 39. 

Besides these qualifications the AG also raised concerns regarding a number of internal 
control wealtnesses. 


For the financial year under re\ticw the AG stated **the financial statements present fairly, in 
all material respects, the financial position of Cacadu District Municipality as at 30 June 2007 
and its financial performance and cash flows for the year ended, in accordance with the basis 
of accounting determined by National Treasury”. 

The efforts of the municipality to progress from a disclaimer of audit opinion to an 
unqualified audit opinion in one financial year is a remarkable acliievement. There is 
however still work to be done to achieve full compliance witli GANtAP, GRAP and GAAP 
Accounting Standards. 

Progress Made with the Implementation of GAMAR / GR AP / GAAP 

The Cacadu District Municipality as a pilot site for the implementation of the MFMA 
Budgetary and Accounting Reforms voluntarily elected in 2003/2004 financial year to adopt 
the GRAP / GAMAP basis of accounting. Since 2003 the municipality has adopted a phased 
approach to the implementation of the new accounting standards. 
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Compliance with the new accounting standards is an onerous undertaking that requires 
technical expertise, financial resources and changes to accounting processes. There is no 
doubt that the rigorous application of the new accounting standards has resulted in an 
increase in the compliance costs which will be an additional financial burden for the low and 
medium capacity municipalities. During the 2006/2007 financial year it became apparent that 
it would be necessary to initiate programmes that would ensure compliance with the new 
accounting standards. Three programmes were launched; 


• Revaluation of Land and Buildings; 

• Rewew of GAMAP / GRAP / GAAP Annual Financial Statements (Technical 
interpretation and implementation of Accounting Standards); and 

o VAT Audit. 

Sendee providers were appointed to assist with the implementation of these projects. 

Subsequent to tlie appointment of the service pro\dders, the Minister of Finance 
promulgated regulations Vol 504 No 30013 dated 29 June 2007 which exempted inter aha 
medium capacity municipalities from: 

• Complying to section 122 (2) of the MFMA to prepare consolidated financial 
statements; 

<» Complying to section 122 (3) of the Act to the extent that they are required in the 
preparation of tlieir financial statements to comply with the standards referred to in 
that section. 

In terms of tliese regulations no medium capacity munidpaiity may deviate from the 
exemptions unless the municipality has consulted the relevant Provincial Treasury and has 
agreed on the basis of presentation of the Annual Finandal Statements, or any consolidated 
financial statements if such consolidated statements are to be presented. 

An Audit Steering Committee meeting was arranged on 12 jtily 2007 with the Auditor- 
General’s office to discuss the impact of the regulations on the preparation of the annual 
financial statements. It was agreed that in spite of the risks of non-compliance, the 
municipality was at an advanced stage of implementing the new accounting standards and 
that it would be a step backwards if full exemptions were adopted. 

It was therefore decided to apply for exemption only in respect of certain accounting 
standards. 

Emphasis of Matter 

Restatement of comparatives was necessary to avoid an audit qualification. With regard to 
the departure and deviation from basis of accounting, the progress with regard to the 
implementation of GAMAP / GRAP / GAAP as weU as the details of the deviation from 
the basis of accounting applicable to the munidpaiity in terms of General Notice 552 of 
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2007 issued in Government Gazette 30013 of 29 June 2007 is dealt \vitli in detail under the 
heading “Progress made with the Implementation of GAMAP / GRAP / GAAP”. 

Qdier Matters 


The financial statements were available for submission on 31 August 2007, however it was 
felt that there was room for refinement. Permission was obtained from the Auditor- 
General’s staff on site to submit the AFS on 3 September 2007. A National Treasury 
directive however instructed the Auditor-General to view all financial statements received 
after 16:30 on Friday, 31 August 2007 as a late submission. The agreement with the Auditor- 
Generafs staff was done good faith and could not have anticipated the directive from 
National Treasury. 

With regard to the supporting documentation that could not be provided for the amount of 
R317 000 received for economic development, it was established that the amount was a 
conditional grant received from the EC Pro\tinciai Government. 

It is standard practice for the municipality to pay creditors witliin 30 days and the non 
compliance in this regard is an exception to die rule. The creditors administration and 
systems will however be reviewed during the current financial year. To overcome non- 
compUance widi regard to the Supply Chain Management system a two day training 
programme on Supply Chain Management Policies and Procedures will be arranged in 
March 2008. 

Material Cottections 

It is clear from the audit report that the first set of annual financial statements were not up 
to standard. Material corrections were made to the original set of annual financial statements 
to achieve an unqualified audit opinion. 

One of the main challenges was that initially the transitional provisions to GAh'IAP 17, 
Property, Plant and Equipment were applied to land and buildings. This application was 
incorrect as the date of adoption for GRAP / GAMAP / GAAP was 1 July 2005. This 
resulted in the understatement of the accumulated surplus and revaluation reser\^e by R812 
323 and R45 860 623 respectively. To recalculate the opening balances, the municipality 
obtained teclinical advice regarding the methodology to be used. There were a number of 
areas where the knowledge base to interpret and apply the new accounting standards were 
lacldng and which lead to delays in finahzing the annual financial statements. 

Value for Money 

It should be noted that the exception report regarding Infrastructure spending relates to 
projects from Infrastructure Services Budget. A large part of the unspent balance relates to 
projects in the DMA which is dependent on the transfer of properties from Transnet to the 
CDM. 

The municipality is currently reviewing the projects to evaluate whether funds should not be 
diverted to alternative projects. 
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Performance Management - Ptogtess to Date 

The existing Performance Management System was introduced in die 2003/2004 financial 
year and performance contracts were drafted for the Municipal Manager, Section 57 
Directors and all senior employees up to level 4. 

Following concerns as to the effectiveness of the system, an investigation was conducted 
togedier widi research by way of benchmarking. In addition to this DBSA (who funded die 
initial system) also conducted a simultaneous study which again raised questions regarding 
die fact diat it was not computerized, did at the stage not convert performance into 
percentages achieved and it was regarded as an onerous system producing a significant 
amount of paperwork. 

CDM concluded that the system is not the most appropriate to be rolled-out throughout the 
municipality. It was regarded imperative that these preliminary issues be resolved prior to 
embarking on a fuU roll-out. 

During 2006/2007 financial year the PM Officer was already involved in preparation in 
order to develop a new system utilizing a revised methodolog}’. During the 2006/2007 
financial year the Performance Audit Committee was advised of diese developments (see 
agenda - 18 January 2007). 

Significant progress has been made with the rollout of the new system and details are 
proiided below: 

PMS Roll-Out Update 

The following developments have taken place with regards to the roll-out of the PMS 




The introduction of a PMS has proved to be more of a chaUenge than originally anticipated 
and it was only after the appointment of a Senior Performance Management Officer (SPMO) 
in 2006 that the project reflected satisfactory progress. Unfortunately the SPMO recently 
resigned and die position is now vacant and a recruitment process has been initiated. 
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FORMAT OF IMPLEMENTATION PLAN FOR MEDIUM AND LOW CAPACITY MUNICIPALITIES - first plan to be submitted 
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iparation of Annual Financial Statements based on Exemption Gazette 30013 
■MA Circular 44 
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Preparation of Annual Financial Statements based on Exemption Gazette 30013 
MFMA Circular 44 
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REPORT OF THE AUDIT COMMITTEE FOR THE 
YEAR ENDED 30 TUNE 2006 


We present our report for the year ended 30 June 2007. 

AUDIT COMMITTEE MEMBERS AND ATTENDANCE 

The Audit Committee has adopted appropriate formal terms of reference and consisted of 
the four independent, outside members as listed below. 


The audit committee meets at least four times per annum as per its approved terms of 
reference, altliough additional special meetings may be called as tiie need arises. 


During the 2006/7 year four meetings were held. 

Tslatnp of membet No of meetings attended 

S G Zamisa (Chair) 

S M Dondolo 
F E Prinsloo 
Dr R Snelgar 

AUDIT COMMITTEE RESPONSIBILITIES 

The committee reports that it has complied, as far as possible, with its responsibilities set out 
in its Council approved terms of reference. 

REVIEW OF THE ANNUAL FINANCIAL STATEMENTS 

The Audit Committee has noted the unqualified opinion expressed by the Auditor-General 
in his report on the Annual Financial Statements and commends management on addressing 
the issues raised in the previous year regarding the Application of the Financial Statement 
Preparation Framework. 


4 

4 

4 

3 


The Auditor-General has without qualifying his opinion emphasised the matters set out 
below: 

« Restatement of comparatives: this relates to the presentation and disclosures m the 
financial statements and arose through the application of the basis of accounting in 
the current year. 

* Departures and deviations from the basis of accounting: tliese were elections made 
by the municipality in preparing the financial statements 
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The committee is satisfied that these matters relate to presentation and do not represent a 
risk to the district municipality. 


The other matters raised in the balance of the report have been noted by the committee and 
measures identified by management to address these. 


The Committee has: 

• Reviewed the audited annual financial statements; 

• Reviewed management responses to the management letters of the Auditor-General; 

« Concluded that the going concern premise is appropriate in preparing the annual 
financial statements. 

EFFICIENCY AND EFFECTIVENESS OF INTERNAL CONTROLS 

The matters reported in the reports of Internal Audit (received quarterly) and the Auditor- 
General as well as matters brought to the attention of the Accounting Officer, by way of 
informal queries and management letters, indicate that whilst there is always room for 
improvement the internal checking and control measures generally functioned adequately 
during the year under review. 

The Committee has urged management to take corrective action to ensure that internal 
checking and control measures are as effective as possible so as to improve the internal 
control environment. 

RELEVANT LEGISLATION 

The committee’s terms of reference include responsibilit)' for monitoring certain legislation 
such as Local Government Municipal Systems Act, the Local Government Transition 
Amendment Act, Performance Management Regulations and The Municipal Finance 
Management Act. 

The Committee concentrated primarily on financial legislation. In addition, tire committee 
took cognisance of the recommendations of the IG-ng 11 Report on Corporate Governance 

PERFORMANCE MEASUREMENT 

The municipality is monitoring and comparing actual to targeted progress on a regular basis 
according to a framework. Use is made of the Service Delivery and Budget Implementation 
Plan (SDBIP) report wliich reflects planned completion dates for all projects. 

The findings of tlie Auditor-General regarding performance information are noted, 
specifically that the performance management system has not been cascaded to all managers 
and that instances of under spending on budgeted objectives indicates that the system to 
monitor development objectives against key performance indicators and targets was not in 
place. It is the view of the committee that the system is in place but was not effective, and 
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they concux that the performance management system must be cascaded to all managers. 
They have confirmed with management that this is in process 

CONCLUSION 

The Audit Committee, accepts the conclusions of the Auditor-General on die annual 
financial statements for the year ended 30 June 2007 and recommends that the audited 
annual financial statements should be adopted by the Council. 


S G Zamisa 
Chainnan 

xxjanuaiy 2008 

Glossary: 

GRAP Generally Recognised Accounting Practice 

GAMAP Generally Accepted Municipal Accounting Practice 

GAAP South African Statements of Generally Accepted Accounting Practice 

PAA Public Audit Act, 2004 (Act 25 of 2004) 
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CHAPTER 5 

FTTNCTIONAT. AREA SERVICE DELIVERY REPORTS 


FUNCTION : EXECUTIVE AND COUNCIL 


Overview 


Includes all acti\ities relating to the executive and council function of the municipality, 
including costs associated with mayoral, councillor and committee expenses and governance. 

Costs Relating Tn Function : Executive And Council : 2006/2007 


Office of the Mayor 


Council’s Expenses 

5 124194 

Mayoral Committee 

4 034 851 

Secretariat 

910 694 

Auxiliary Services 

1 250 601 

Total : Office of the Mayor 

11 320 340 

Office of the Municipal Manager 

1 477 777 

TOTAL : EXECUTIVE AND COUNCIL 

R 12 798 117 


Description of Activity 

The function of Executive and Council within the Municipality is administered by the Office 
of the Executive Mayor and Municipal Manager. 

AU decisions are taken by the Council, the Executive Mayor in consultation witlr the Mayoral 
Committee, or senior officials in terms of authority delegated by legislation and/or the 
delegations of autliority adopted by the Council on 1 December 2004. 

The following committees have been established to deal with specific issues and make 
recommendations thereon to the Mayoral Committee, or the Council \aa the Mayoral 

Committee: 

Audit/Performance Audit Committee 
Cacadu District Mayors’ Forum 
Cacadu Municipal Managers Forum 
Cacadu District Health Authority 
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Local Labour Forum 
Water Services Authority 
District Aids Council 
DMA Committee 

Municipal Finance Management Act Implementation Steering Committee 
District Wide Infrastructure Forum 
Chief Financial Officers Forum 
Heritage Advisory committee 

Bid specification, evaluation and adjudication committees 
Strategic objectives 

• Improve municipal governance 

• Move head office to Jeffrey’s Bay 

• Create closer linkages with constituency 

• Promote effective and transparent communication 

Key issues for 2006/2007 

a Partnership agreement entered into with Nelson Mandela Bay Metropolitan 
Municipality 

« Launch of Cacadu Brand 

o New database and website developed as part of brand marketing plan 

• Road signage project implemented as part of brand marketing plan 

® District Outreach to ail LMs by Mayoral Committee completed in July 2006. 
Information gathered during road shows was used to assist with the compilation of 
the Municipality’s Capacity Building Strategy 
0 Outreach to farmers in the District 

• By-laws promulgated for the District in November 2007 
« Councillors trained on by-laws 

« New development priorities approved for IDP 2007-2012; 
o Capacity Building and support to LMs 
o Infrastructure Investment 
o Economic Development 
o Community Services 

® Organisation restructured to facilitate achievement of development objectives 

• Hon IVCEC N Sogoni outreach to Cacadu District in June 2007 to deal mainly with 
issues relating to biodiversity management and economic development. 

Analysis of Function 

Total number of councillors; 

Number of fiill-time councillors 
serving on Mayoral Committee 
FuU-rime Speaker 


27 

6 

1 
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Number and type of Council/Committee meetin 




NUMBER OF 
MEETINGS 2006/2007 


7 


14 


4 


12 


2 


1 


Council 


Mayoral Committee 


Audit/Performance Audit Committee 


Bid Committees 


Cacadu District Mayors’ Forum (IGF) 


Municipal Managers Forum 


Cacadu District Health Autliori 


Local Labour Forum 


District Aids Council 


DlvIA Committee 


MFlvIA Implementation Steering Committee 


District Wide Infrastructure Forum 


Chief Financial Officers Forum 


Heritage Advisory Committee 


Municipal managers Forum 


KEY PERFORMANCE INDICATORS. TARGETS AND VARIANCES 
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Allocation of 
grants and 
donations 

Develop donations 
policy 


Policy 

developed and 
implemented 

A decision was 
formally taken to 
retain the status 
quo, therefore no 
new policy was 
developed. 


Oversight 

Council 
operations and 
exercise 
delegated 
authoric}’ 

Planned meetings 
held 


20 meetings 

14 Mayoral 
Committee 
meetings took 
place 

(cancellations due 
to 

postponements 
and merging of 
dates). 

Not monitored as 
part of the SDBIP 


Ensure the 
institution is 
managed in an 
efficient and 
effective manner 

% of SDBIP 
implemented 

1 

100% 

1 

i 

1 

66% of identified 
projects were 
completed. Part 
of the problem 
can be attributed 
to over ambitious 
resourcing and 
planning. The 
performance 
reviews of the 
senior 

management will 
be used to 
establish whether 
any of the non- 
complcted items 
can be associated 
with external 
factors rather 
than CDM error. 

100% 

CDM / NMBM co-operation 




4 quarterly meetings 

(when organised by 
NMBM) 


Councilor Development Program 
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FUNCTION : FINANCE AND CORPORATE SERVICES 
SUB-FUNCTION; FINANCE (Budget and Tteasuty Office) 


Overview 

This includes all acti\'ities relating to the finance function of the municipality, including 

revenue collection. 

Description of Activity 

The function of finance witliin the municipality is administered by the Budget and Treasury 

Office of the Department : Finance and Corporate Services, and includes: 

• provision of relevant, accurate and reliable financial information to all users including 
councillors, managers, le\'y payers and stakeholders to facilitate informed decision 
making 

« provision, maintenance and implementation of sound financial policy, controls and 
systems 

« ongoing introduction of budgetary and accounting reforms 

® production of annual budget and GAIvIAP / GRAP / GAAP compliant annual 
financial statements 
® internal audit and risk management 

o the maintenance of an effective system of expenditure control, including procedures 
for the approval, authorisation, withdrawal and payment of funds. All monies owed 
to suppliers and service providers are paid widiin 30 days of receiving tlie relevant 
invoice or statement unless there are special arrangements 
® provision of financial advice to the Mayoral Committee, Council and Departments 
o administration of the investment and insurance portfolios of the municipality 
o management of conditional grants 

• asset and liability management 

• revenue collection and cash flow management 

• capacity building by way of training interns, councillors and officials. 

Strategic Objectives 

• ensure long-term financial sustainability 

• ensure full compliance with all accounting statutory and legal requirements including 
implementation of the MFMA 

• implement revenue generating strategies and lobby for additional equitable share of 
National Revenue 

• recover outstanding monies owed by the Provincial Government in respect of health 
subsidies and long term liabilities 





provide support to nine local municipalities 


Key Issues for 2006/2007 

• Produced Operating and Capital budget in the prescribed format and within the 
specified guidelines; 

• Compiled GANIAP / GRAP / GAAP compliant Financial Statements; 

® Implementation of the Municipal Finance Nlanagement Act (NIFNIA); 

• Implementation of Supply Chain Management regulations, policy and systems; 

• Improvement of financial system with regards to costing; 

• Improvements to MFMA reporting requirements; 

• Substantial progress made with regards to the property valuation project and 
all land and buildings owned by the Municipality valued at market value; and 

• Business Risk Assessment and Evaluation Project. 

Analysis of Function 

Grants received and spent - An analysis of the grants received is contained in Appendix F of 
the Financial Statements. 


Remuneration of councillors 

2006/2007 

2005/2006 


R 

R 

Executive Mayor 

503 407 

385 697 

Speaker 

391 256 

171 425 

Mayoral Committee members 

1 872 193 

1 507 351 

Councillors 

1 034 476 

725 893 

Councillors pension and medical contributions 

- 

21 294 

Total Councillors’ remuneration 

3 801 332 

2 811 660 

Employee related costs fCDN-r) 



Salaries and wages 

17 951 578 

16 632 656 

Social contributions 

6 848 381 

6 541 678 

Total employee related costs(CDM) 

24 799 959 

23 174 334 

Employee related costs fPrimarv Health CareWHC) 



Salaries, wages and allowances 

14 709 297 

13 659 251 

Total employee related costs(PHC) 

14 709 297 

13 659 251 

Total remuneration councillors and officials 

43 310 588 

39 645 245 
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Debtor billings : number and value of monthly hillings 


Services - Rietbron 

Number billed each month across debtojre by function 334 


Amount billed each month across debtors by function 


Period 

Admin 

Water 

Refuse 

Sanitation 

Housing 

Total 

July 2006 

1,570 

5,777 

1,835 

4,575 

> 

13,757 

August 2006 

1,570 

5,402 

1,835 

4,529 

- 

13,336 

September 2006 

1,570 

4,339 

1,835 

4,569 

- 

12,313 

October 2006 

1,373 

9,587 

1,840 

4,548 

1,073 

18,620 

November 2006 

1,573 

11,469 

1,840 

4,548 

1,073 

20,503 

December 2006 

1,573 

7,313 

1,840 

4,548 

1,073 

16,347 

January 2007 

1,573 

14,441 

1,840 

4,548 

1,073 

23,475 

February 2007 

1,573 

10,931 

1,840 

4,548 

1,073 

19,965 

March 2007 

1,573 

9,045 

1,840 

4,930 

1,073 

18,461 

April 2007 

1,573 

11,683 

1,840 

4,892 

1,073 

21,061 

May 2007 

1,573 

12,783 

1,840 

4,949 

1,073 

22,218 

June 2007 

1,573 

8,897 

1,913 

5,166 

1,073 

18.622 

Total 

18,869 

111,667 

22,140 

56,348 

9,656 

218,680 








Value of amount received and interest 



Payments received 


Period 

Admin 

Water 

Refuse 

Sanitation 

Housing 

Total 

July 2006 

- 

- 

- 

- 

- 

- 

August 2006 

- 

- 

- 

- 

- 

- 

September 2006 

249 

- 

- 

- 

- 

249 

October 2006 

- 

2,964 

877 

423 

- 

4,264 

November 2006 

106 

562 

165 

204 

- 

1,036 

December 2006 
January 2007 

47 

208 

94 

79 

- 

428 

622 
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136 

317 

169 

- 

- 


February 2007 

282 

757 

311 

73 

- 

1,422 

March 2007 

242 

1,232 

172 

79 

- 

1,725 

April 2007 

214 

1,501 

248 

- 

- 

1,963 

May 2007 

108 

435 

127 

21 

3 

694 

June 2007 

220 

3,749 

393 

540 

_ 

4,902 

Total 

1,603 

11,724 

2,556 

1,419 

3 

17,306 


Interest Received 


Period 

Admin 

Water 

Refuse 

Sanitation 

Housing 

Total 

July 2006 

- 

- 

- 

- 

- 

- 

August 2006 

- 

- 

' 

- 

- 

- 

September 2006 


- 

' 

- 

- 

- 

October 2006 

- 

- 

- 

- 

- 

- 

November 2006 

- 

- 

- 

- 

- 

- 

December 2006 

- 

- 

- 

- 

- 

- 

January 2007 

- 

• 

- 

- 

- 

- 

February 2007 

- 

- 

- 

• 

- 

- 

March 2007 

- 

- 

- 

- 

- 

- 

April 2007 

- 

- 

102 

272 

26 

400 

May 2007 

- 

1,007 

210 

546 

90 

- 

June 2007 


1,146 

232 

623 

107 

2.108 

Total 

. 

2,153 

544 

1,441 

223 

2,508 


Regional Services Levies : Ageing 

Current (0 - 30 days) 

31-60 days 
61-90 days 
91 - 120 days 
121 - 150 days 
151 - 180 days 
+ 180 days 


2006/2007 2005/2006 

R R 

97 351 
179 610 
125 340 
103 997 
87 945 
91 312 

3 825 650 2 680 225 





















